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Defense DepsiTtment Subsidy to Sni^on Is Chor^ed 


By JOHN W. FINNEY 

Special to The New York Times 
WASHINGTON, June 28--A 
staff report of the Senate 
Fnrpign HPilar.inns Committe e 
asserted Way tliat the ^ De- 
fense bepartmentlpam^ej^ 
admtIOTifli 

into the South Vietnamese 


-■a_sizgtPni of senarate exchang^ te 
j^tps fnr nrivate and otticia i 
transactio ns: cl 

While United States service- tq 
men in South Vietnam were ^ 
getting 275 to 410 piasters to 
the dollar, the- Defense Depart- 
ment, according to the report, ^ 
was using an exchange rate of ^ 
118 piasters to the dollar in 
its official transactions. , la 
The report suggested that the ^ 
department had done so’ as a 
way of setting Congressional; 
reductions last year in economic' 
aid to South Vietnam. The re- 
sult, the report said, was a 
^ subsidy to the Saigon Govern- 
ment. 

A spokesman said the De- 
fense Department had no' com- 
' naent on the report. ’ . / 

Operation Is Described i 
The department’s monetary; 
operation, according to the, re- 
port, worked in the - following 
' fashion: v : 

South Vietnam devalued; the 
‘ piaster dn October, 1970, 'frbin 
118 to the dollar to 275, and 
again in November, 1971; to 410. 
These ,, rates ^ applied, to the 
private' transactions, such -.as’ 
those of United States' service^ i 
men, exchanging dollars .for - 
local currency. ' • ' : 

The Defense Department, 
meanwhile, continued to main- 
tain an exchange rate of 118 
piasters to the dollar. It was 
not until last April that the, e.x-. 
change rate for these govern- 
• ment - to - government transac- 
tions was finally raised. It is 
now 425 piasters 'to the .dollar. 
Congress Not Informed 
' As a presuit, the report said, 

' ' Defense Department purchases 
, of piasters provided- $271-mil- 
lion in , dollars for the; South 
i ' Vetnamese Goyemmept ' ‘in 1971 . , 

1 But ift he Defense Departntent 

I exchange rate., had been iji- 
i; creased in keeping w^th-^the 
i other rates,, the report, added, 

■ ' the department, in' its purchase 

■ of piasters, could, have bought 
i i the same quantity of goods ai^ 

. services for $1 16-milli'on. 

'! • rrhe department. accQrding.'tQ' 
^ JliT report: . did" no t offii^y 

II ■ inform congress t hat; 

maintaining l:h~e~ ^ TQW e xchange 
^te as ~a way of pumpmgT ol- 
lars into th& boutn viexnamtee 

■ • ‘If wfl;<i'''mnmtirnh'e 


littpie sent two staff member s, 
:WwenstBui anci: Klfeh- 

.am a month, ago that the 4e - 
nin netarv operatiiS^ 
/ftfk irl.TgHn.<?Pf1 tr\...r:nngrfiSS.:- - 
^ The^'^'I'^r i; said thsd qfficlj |p 


in the United States mission in 
Saigon had acknowledged that 
maintaining the rate at 118 
piasters to the dollar, had “had 
the effect of a subsidy” to the 
Saigon Government. 

The Defense Department was 
not alone in this practice, ac- 
cording to Robert H. Nooter, 
the Assistant Administrator for. 
Vietnam. in the Agency for; In- 
ternational Development. 

-Thi^ ' was the official ex - 
change rate'Tor all" govbMhiSnt- 

t ^QVbmmeht tfahsCTOlis 'f or 
fliragenoies, noi .lusx :defmge ,” 

' Mti^^poter said. 

JVIr. Nooter also contended 
- t.hnt congress had been tn- 
’ formed of thb excharigS'' fSTO s 
^ on several occasiohs''^^^^^ the 
l^t year and a"'Ti'crrrr' "T Ul^s- 
J cu ssed ' iC'"ffl V ^mf Wl lli the Sen- 


ate Appropriations ' Committee 
and the House Subcommittee 
on Government Operations,” he 
said. 

, The official explanation for 
not raising the exchange rate 
until last April, the report said, 
was. the Congressional delay in 
passing the foreign aid legisla- 
tion for .the current fiscal year. 
But the report . sugg,ested the 
increase in exchange rates had 
. been delayed as a. “further 
means of. offsetting” - Congres- 
sional cuts in economic aid to 
South Vietnam. 

Now that the official _ ex- 
change rate , has been raised, 
the report said, the Defense 
Department is proposing two 
new economic aid programs to 
. ' offset the expected reduction in 


South Vietnam’s dollar earn- 
ings. 

One is a $50-million economic 
support fund, which South 
Vietnam . can use for unre- 
stricted foreign purchase bfi 
goods and services. 

Lending Fund Acted 

The other is a $75-million 
economic development fund, 
which South Vietnam can use 
to support lending to private 
investors and for , public de- 
velopment projects. 

The two committee staff con- 
sultants were sent to South 
Vietnam to assess the military 
and political repercussions of 
the North Vietnamese of- 
fensive that began on March 30. 
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Senate Study Finds Saigon Regime 
Might Not Survive a Cease-Fire 


By Stanley Karnow 


Washington Post Statf Writer 

Two Senate foreign affairs 

li mn I III m 


5LDepia1ist,.s recently returne d 
fmm . Vipfnant reno rted veste r- 
day that the present Saig on 
government might jnot surv ive 
^decision by Hanoi to acce pt 
President Nixnn^s l atest p^a ce 
offisr. 


James G. Lowenstein a nd 
Eicftard Wl. Moose. m^iiiBer s 
o f ::lhe Senate Foreign kela - 
tioas. Qommittee .staff, saidia 
a_s |udy that -Several SoutlL^ l- 
etnamese expr esse d the v iew 
ffial nanorstgamsm^r^^ 

Nmnis cease-fire nrop^ggl 

■jflrniTld dl.snipt the Saigbn re- 
gime and j^flve the wav fo r a 


Mr. ^ixQJi i)j:6poaedL on May 
8 to Withdraw all^ u forces 


from Vietnam within four 
months if the Communists re- 
leased American war prison- 
ers and agreed to an ‘Interna- 
tionally supervised cease-fire” 
throughout Indochina. 

The Senate specialists also 
reported the overwhelming 
consensus of both Americans 
anct South Vietnamese that 
the Saigon government would 
have collapsed during the re- 
cent Communist offensive had 
it pot been supported by U.S. 
military aid and assistance. 

Jja-.n nrpss hrjpfjo g yest er- 
day.^. T^nwenstein str essedLlhat 

th-^ “tr^m^ndmn rplianpeIL.p f 
S imth Vietnam o n Americ an 
mphort “raises doubts abgut 
the TTnifed^States cai^; 
wrthdra\ALl! He said: “The 
SoMh Vietnamese have very 
little confidence in their own 
ability to face the future.” 

The two committee staff 
members reported that Viet- 
namese they had interviewed 
regarded the possibility of. a 
cease-fire with “mixed emo- 
tions.” 

On the one hand^ their 
study stated, the Vietnamese 
voiced “relief that an end of 
the war might be in sight.” 
But at the same time, the 


i study said, they seemed appre- 
jhensive that “the subsequent 
I political turmoil would find 
the non-Communist forces so 
I leaderless and divided’* that 
: an estimated 10 or 15 per cent 
iVietcong vote “might consti- 
tute the decisive influence.” 
j Lowenstein and Moose re- 
ported that many Vietnamese 
feel that South Vietnamese 
j President Nguyen Van Thieu’s 
“inflexible political position” 
is preventing non-Communist 
elements in Saigon from 
strengthening themselves to 
confront a possible Vietcong 
political challenge. 

At their press briefing, the 
Senate aides pointed to 
Thieu’s acquisition on Tuesday 
of special emergency powers 
as evidence that he has no in- 
tention of diluting his author- 
ity. The bill enfranchising 
Thieu to rule by decree for six 
months w?is passed in a rump 
session by 26 of Seuth Viet- 
nam’s 57 senators. 

During their visit to Viet- 
nam from May 23 to June 5, 
Lowenstein and Moose re- 
ported in their study, U.S. Em- 
bassy personnel were engaged 
in lobbying in favor of Thieu’s 
bid for special powers. The 
study said: 

“American officials argued 
that' 'the granting of emer- 
gency powers would demon- 
strate tl^e willingness of the 
Vietnamese ‘to put aside poli- 
tics’ in the interest of unity....” 

The Senate specialists re- 
ported that American equip- 
ment and advisers played a 
critical role in halting the 
Commuiiist offensive that 
began in April. 

The study said, for example, 
that the U.S. Air Force air- 
lifted a total 36,717 tons of 
cargo and 128,586 military per- 
sonnel between March 31 and 
May 25, while the South VieU 
namese Air Force airlifted 
6,302 tons of cargo and 77,19r, 
passengers during the same 
period. 

According to U.S. military 


estimates, the study said, the 
South Vietnamese would have 
needed a fleet of 229 C-123 
cargo aircraft to supply and 
move their troops. The South 
Vietnamese Air Force has 48 
such aircraft. 

The study further empha- 
sized that American tactical 
air support was “the most cru- 
cial U.S. contribution” during 
the Communist offensive. Be- 
tween March 31 and May 24, 
the study showed, U.S. 'aircraft 
were flying an average of 169 
sorties per day in North Viet- 
nam and 605 sorties daily in 
South Vietnam. 

While there were no ground 
assaults and only few rocket 
or mortar attacks against U.S. 
units during the Communist 
offensive, the study said, 
American advisers “played a 
critical role” helping South Vi- 
etnamese troops. 

In some cases they “as- 
sumed virtual command” and 
they were “indispensable In 
coordinating air support”, the 
study said adding: “No one 
with whom we talked, Ameri- 
can or Vietnamese, thought 
that the South Vietnamese 
could have held had there not 
been American advisers.” 

Lowensteiil and Moose also 
found that U.S. economic aid is 
indispensable to South Viet- 
nam, since it offsets the entire 
67.per cent of the Saigon budget 
devoted to defense expenditures 
and provides a significant por- 
tion of the rest of the Vietnam- 
ese budget. The Senate special- 
ists estimated that gross U.S. 
economic assistance in Fiscal 
1973 would reach $753 million. 

The study reported that 
after reductions made by 
Congress in the 1972 aid pro- 
gram, several steps were taken 
“to mainta in Vietnamese 
dollar earnings at a high 
level.” One of these steps ' 
was a decision to maintain the 
exchange rate for official 
piaster purchases at 118 to 
the dollar, which amounted to 
a subsidy. 
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